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MINISTRY OF LAW AND JUSTICE 

(Legislative Department) 
New Delhi, the 24th January, 1997/Magha 4, 1918 (Saka) 
THE INDUSTRIAL RECONSTRUCTION BANK ( TRANSFER 
OF UNDERTAKINGS AND REPEAL ) ORDINANCE , 1997 

No . 7 or 1997 
Promulgated by the President in the Forty -seventh Year of the 

Republic of India. 
An Ordinance to provide for the transfer and vesting of the undertakings 

of the Industrial Reconstruction Bank of India to and in the Company 
to be formed and registered as a Company under the Companies Act , 
1956 , and for matters connected therewith or incidental thereto and 
also to repeal the Industrial Reconstruction Bank of India Act, 1984 . 


WHEREAS Parliament is not in session and the President is sacistied that circumstances 
exist which render it accessary for him to take immediate action ; 


NOW , THEREFORE, in exercise of the powers conferred by clause ( 1) of article 123 of 
the Constitution, the President is pleased to promulgate the following Ordinance -- 


CHAPTER I 


PRELIMINARY 


1. (1) This Ordinance may be called the Industrial Reconstruction Bank ( Transfer 
of Undertakings and Repeal) Ordinance , 1997 . 


Short title 
and com 
mencement. 


(2 ) It shall come into force at once . 
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( PART II --- 


Definitions. 


2. In this Ordinance , unless the context otherwise requires -- 


(a ) " appointed day " means such date as the Central Government may , by 
notification in the Official Gazette , appoint under section 3; 


( 6 ) " Company" mcads the Industrial Investment Bank of India Limited to be 
formed and registered under the Companies Act, 1956 ; 


1 of 1956 . 


(c ) "Reconstruction Bank " means the Industrial Reconstruction Bank of India 
established under sub -section ( 1) of section 3 of the Industrial Reconstruction Bank 
of India Act , 1984 . 


62 of 1984 . 


CHAPTER I 


TRANSFER AND VESTING OF THE UNDERTAKINGS OF 

RECONSTRUCTION BANK IN COMPANY 


3 . On such date as the Central Government may , by notification in the Official 
Gazetto , appoint, there shall be transferred to, and vest in , the Company the 
undertakings of Reconstruction Bank . 


Under 
takings 
of the 
Reconstruc 
tion Bank 
to vost in 
Company . 


4 . ( 1) The Central Government, being the shareholder of the Reconstruction Bank 
imtocdiately before the appointed day , shall be deemed to be registered , on and from 
the appointed day , as a sbarcholder of the Company , 


General 
effect of 
vesting 
of under 
takings in 
Company. 


( 2 ) Thc undertakings of the Reconstruction Bank which are transferred to , and which 
vcst in , the Company under section 3 shall be deemed to include all business, assets , 
rights , powers, authorities and privileges and all properties , movable and immovable , 
real and personal , corporcal and incorporeal, in possession or reservation , present or 
contingent of whatever nature and wheresoever situate including lands, buildings , 
vehicles, cash balances, deposits , foreign currencies, disclosed and undisclosed reserves, 
reserve fund , special reserve fund , benevolent reserve fund , any other fund , stocks , 
investments , shares , bonds, debentures , security , management of any industrial concern , 
loans , advances and guarantees given to industrial concerns , tenancios , leases and book 
debts and all other rights and interests arising out of such property as were immediately 
before the appointed day in the ownership , possession or power of the Reconstruction 
Bank in relation to its undertakings, within or without India , all books of accounts , 
registers , records and documents relating thereto and shall also be deemed to include all 
borrowings, liabilities and obligations of whatever kind within or without India then 
subsisting of the Reconstruction Bank in relation to its undertakings . 


(3 ) All contracts , deeds , bonds, guarantees , powers of attordicy , other instruments and 
working arrangements subsisting immediately before the appointed day and affecting 
the Reconstruction Bank shall cease to have effect or to be enforceable against the 
Reconstruction Bank and shall be of as full force and effect against or in favour of the 
Company in which the undertakings of the Reconstruction Bank bave vested by virtue 
of this Ordinance and enforceable as fully and effectually as if instead of the 
Reconstruction Bank , the Company had been based therein or had been a party thereto . 


Sec 1 ] 
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( 4) Any proceeding or cause of action pending or existing immediately before the 
appointed day by or against the Reconstruction Bank in relation to its undertakings may , 
as from the appointed day , be continued and cnforced by or against the Company in 
which the undertakings of the Reconstruction Bank have vested by virtue of this 
Ordinance as it might have been enforced by or against the Reconstruction Bank if this 
Ordinancc bad not been promulgated and shall ceasc to be enforceable by or against the 
Reconstruction Bank . 


5. (1) Every officer or other employee of the Reconstruction Bank (except a Provisions 
Director of the Board or the Chairman and Managing Director) serving in thc in respect 
employment immediately before the appointed day shall, in so far as such officer or of officers 
other cmployce is cmployed in connection with the undertakings which have vested in and other 
the Company by virtue of this Ordinance , become, as from the appointed Juy , an officer employees 
or, as the case may be , other employee of the Company and shall hold his office or of Recons 
service thercin by the same tenure , at the same remuneration , upon the same tertius and truction 
conditions, with the samo obligations and with the same rights and privileges as to Bank 
lcave , leave fare concession , welfare scheme, medical benefit scheme, insurance , 
provident fund , other finds, retirement, voluntary retirement, gratuity and other benefits 
as he would have held under the Reconstruction Bank if its undertakings bad not vested 
in the Company and shall continue to do so as an officer or, as the case may be , other 
employee of the Company or until the expiry of a period of six months from the 
appointed day if such officer or other employee opts not to continue to be the officer 
or other cmployee of the Company within such period . 


( 2 ) Where an officer or othor cmployee of the Reconstruction Bank opts under sub 
section ( 1 ) not to be in employment or service of the Company , such officer or other 
employce shall be deemed to have resigned . 


14 of 1947. 


( 3) Notwithstanding anything contained in the Industrial Disputes Act, 1947 or in any 
other law for the time being in force , the transfer of the services of any officer or other 
cmployce of the Reconstruction Bank to the Company shall not cptitle such officer or 
other employee to any compensation under this Ordinance or under any other law for 
the time being in force and no such claim shall be entertained by any court, tribunal or 
other authority . 


( 4) The officers and other employees who have retired before the appointed day 
from the service of the Reconstruction Bank and arc entitled to any bencfits , rights or 
privileges shall be entitled to reccive the same bcncfits , rights or privileges from the 
Company 


( 5) The trust of the provident fund or the gratuity fund of the Reconstruction Bank 
and any other bodies crtated for the welfare of officers or employees would continue 
to discharge their functions in the Company as was being done hitherto in the 
Reconstruction Bank and any tax exemption granted to the provident fund or the 
gratuity fund would continue to be applied to the Company . 


1 of 1956 . 


(0 ) Notwithstanding anything contained in this Ordinance or in thc Companies Act, 
1956 or in any other law for the time being in force or in the regulations of the 
Reconstruction Bank , no Director of the Board , Chairman and Managing Director or any 
other person cntitled to manage the whole or substantial part of the business and affairs 
of the Reconstruction Bank shall be entitled to any compensation against the 
Reconstruction Bank or the Company for the loss of office or for the premature 
termination of any contract of management entered into by him with the Reconstruction 
Bank. 


THE GAZETTE OF INDIA EXTRAORDINARY 


[PART II . 


CHAPTER II 


MISCELLANEOUS 


Conces 
sion , etc . 
to be 
deemed to 
have been 
granted 


6 . With effect from the appointed day, all fiscal and Other concessions, licences, 
bcncfits , privileges and excmptions granted to the Roconstruction Bank in connection 
with the affairs and business of the Reconstruction Bank under any law for the time 
being in force shall be deemed to have been granted to the Company . 


Company . 


43 of 1961. 


Tax 
cxcmption 
or benefit 
to continue 
to have 
cffect. 


7 . (1) Notwithstanding anything contained in the Income-tax Act, 1961 or any 
other coactment for the time being in force relating to tax on incomc, profits or gains, 
the Company shall not be liable to pay income tax or any other tax for a period of five 
years computed from the appointed day in respect of any incomc, profits or gains 
derived , or any amount received by the Company . 


(2 ) Thc transfer and vesting of the undertakings or any part thereof in terms of 
section 3 shall not be construcd as a transfer within tho meaning of the Incomc- tax Act , 
1961 for the purposes of capital gains. 


43 of 1961. 


Guarantee 
to be 
operative. 


8 . Any guarantee given for or in favour of the Reconstruction Bank with respect to 
any loan , leasc finance or other assistance shall continue to be operative in relation to 
the Company . 


Arrange 
ment with 
Company 
on appoint- 
ment of 
directors to 


9 . (1) Where any arrangement entered into by the company with an industrial or 
other concern provides for the appointment by tho company of one or morc directors of 
such concern , such provision and any appointment of directors made in pursuance 
thereot shall be valid and cffective notwithstanding anything to the contrary contained 
in the Companies Act, 1956 or in any other law for the time being in force or in the 
memorandum , articles of association or any other instrument relating to such concem , 
and any provision regarding share qualification , age limit , number of directorships , 
removal from office of directors and such like conditions contained in any such law or 
instrument aforesaid , shall not apply to any director appointed by the company in 
pursuance of the arrangement as aforesaid . 


1 of 1956 . 


prevail. 


(2 ) Any director appointed in pursuance of sub - section ( 1 ) shall 


(a ) hold offico during the pleasure of the company and may be removed or 
· substituted by any person by order in writing by the company ; 


(6 ) not incur any obligation or ljability by ttason only of his being a director or 
for anything done or omitted to be done in good faith in the discharge of his duties 
as a director or anything in relation theroto ; 


( c) pot be liable to retircment by rotation and shall not be taken into account for 
computitig the number of directors liable to such retiremcat. 


Act 18 of 
1891 to 
apply to 
the books 


10 . The Company shall be deemed to be a bank for the purposes of the Bankers 
Books Evidence Act , 1891 . 


of 


Company , 


Sec 1 ] 
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2 of 1882 . 
4 of 1938 . 
10 of 1949 , 


11. Notwithstanding anything contained in any other law for the time being in force , Sharts , 
the shares, bonds and debentury of the Company shall be deemed to be approved bonds and 
Securities for the purposes of the Indian Trusts Act, 1882 , the Insurance Act, 1938 and debentures 
the Banking Regulation Act , 1949 . 

to be 
deemed 
lo be 
approved 
cevitics. 


12 . In every Act, rule or regulacion in force on the appointed day, 

Substitution 

iT Acts, 
(a ) for the words " Industrial Reconstruction Bank of India " , wherever they occur, rules or 
the words " Industrial Investment Bank of India Limitod shall be substituted ; tegulations 

of 
( b) for the words " Roconstruction Bank " , wherever they occur, the words company in 
" Industrial Investment Bank " shall be substituted . 

place of 
tha Recons 
trution 
Bank 


62 of 1984 . 


13 . ( 1) On the appointed day, the Industrial Reconstruction Bank of India Act, 1984 Repcal and 
shall stand repealed . 

saving of 

Act 62 of 
( 2 ) Notwithstanding the repcal of the Industrial Reconstruction Bank of India Act , 1984 . 
1984 , - 


62 = { 1984 . 


( 2 ) the Company shall, far as may te , conply wiha bc provisions of 

P . VII of Se Act go ropiled for any of the purposes related to the annual 
accounts and audit of the Restruction Bank , 


(b ) the provisions of Chapter VII of thc Act so repealed will con inuc to be 
applicable in respect of thc arrangements catered into by the Reconstruction Bank 
with an industrial concern under section 18 chereof upto the appointed day and the 
Company will be entitled to act upon and enfotec the same as fully and effectually 
as if this Ordinance had not been promulgated . 


CHAPTER IV 


AMENDMENT TO THE INDUSTRIAL RECONSTRUCTION BANK OF INDIA ACT , 1984 


14 . In the Industrial Reconstruction Bark of India Act , 1984 after section 4 the 
following section shall be irscrted , namely : -- 


Insertion of 
new section 

A 


" 4A . (1 ) The Central Government may reduce share capital of the Reconstruction Transitional 
Baok by , 

frovisions 

regarding 
(a ) extinguishing or reducing the ability of any of its equity shares ; adjustinent 

of capital 
(b ) cicher with or without extinguishing or reducing liability on any of its of the 
cquity shares, cancelling any paid up share capital which is lost , or is Reconstruc 
unrepresented by available assets ; or 

tion Bank 


(C ) cither with or without extinguishing or reducing liability on any of its 
equity shores , paying of any paid up share capital which is in excess of the 
wants of the Reconstruction Bank . 
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(2 ) The Central Government may at any time, by notifica ion in the Official 
Gazette , convert such number of equity shares held by it as it may decide into 
redeemable preference shares . 


(3) The redeemable preference shares referred to in sub - section (2 ) shall carry 
such fixed rates of dividend as the Central Government may specify at the time of 
such conversion ." . 


- SHANKER DAYAL SHARMA , 

President. 


K . L . MOHANPURIA , 
Secy. to the Govt. of India , 
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